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1)

2)

3)

4)

5)
6)
7)

8)

MEETING OF THE IRON RANGE RESOURCES
AND REHABILITATION BOARD

IRRRB Administration Building
Eveleth, Minnesota
Monday, December 21, 2015 - 11:00 a.m.

AGENDA
Roll Call

Approval of October 30, 2015, Meeting Minutes
See Exhibit A

Commissioner’s Comments

Mining Reinvestment Projects
a. ArcelorMittal Minorca
b. Cliffs Natural Resources
i. Hibbing Taconite Company
ii. Northshore Mining Company
iii.  United Taconite LLC
c. Magnetation LLC

FY 16 Development Infrastructure Grants
FY16 Broadband Infrastructure Project
Other

Adjournment
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Mining Reinvestment Projects

a. ArcelorMittal Minorca

b. Cliffs Natural Resources
1. Hibbing Taconite Company
2. Northshore Mining Company
3. United Taconite LLC

c. Magnetation LLC
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ArcelorMittal Minorca

P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441

Iron Range Resources & (218)735-3000 * 800-765-5043

Rehabilitation Board Fax: (218)735-3047
To:  Iron Range Resources and Rehabilitation Board Members
From: Mark Phillips

Date:

Re:

Commissioner
December 21, 2015

ARCELORMITTAL MINORCA MINING REINVESTMENT FUND* PROJECTS
- $685,970

ArcelorMittal Minorca is eligible for a rebate of $685,970 subject to the company providing a
minimum match of $685,970 for a minimum total project cost of $1,371,940.

The ArcelorMittal Minorca Mining Reinvestment Fund Review Committee completed its review
on December 10, 2015, and unanimously approved submitting the following two (2) projects
which will share the MRF rebate.

Project 1 — Enterprise Electrical System Improvements - $400,000

Minorca Mine maintains a pumping barge with 3 pumps in the former Enterprise/Sauntry
Mine pit lakes. This pumping installation is the only source of fresh water (supplemented
by water from the Mesabi Mountain pit lake) for the production process and is also the
source water for the ultra-filtration system that provides the mine’s potable water needs.
Several water appropriation permits from the MNDNR govern these sources of fresh
water.

The current electrical feed to the pumping station comes from a 13.8 kV underground
cable fed by a 115 kV to 13.8 kV transformer in the Minorca main sub-station. This
cable follows a circuitous path of close to 2 miles to reach the barge. It is original
equipment and beyond its projected life. Several failures have occurred resulting in a loss
of fresh and potable water for extended periods putting the plant at risk. This project
takes advantage of the proximity of a 46 kV source of power from Minnesota Power on
the Northside of Virginia recently expanded to support Joy Global. This above ground
source will be extended by a new 10-year power contract with Minnesota Power to
provide 46 kV power to a new 46 kV to 4.16 kV transformer and associated electrical
substation to be built and operated by Minorca mechanical and electrical employees.
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Besides the improvements to the reliability of this new and more maintainable power
feed system the use of modern electrical control equipment will provide a safer
installation for our electrical maintenance employees due to considerably reduced arc
flash rating. Once completed, the existing underground electrical feed will be abandoned
for future reclamation.

The MRF grant will support this important but discretionary project so that it can move
forward in 2016 as part of the Minorca operating expenditures which are subject to
scrutiny in the current iron and steel market.

Project 2 — Line 1 Ball Mill Major Repair - $1,725,000

Minorca Mine has three (3) Allis Chalmers 16°6” by 36’ ball mills for secondary
grinding. The mills are original equipment making them close to 40 years old. Through
detailed inspections a program of rehabilitation through major repairs must be done for
each mill to ensure continued reliability for the remaining life of mine. Two of the three
mills (Lines 2 and 3) have already been completed. This project is for the work to be
completed in the annual shutdown in 2016 for Line 1. The line will be down for an
extended period estimated at 20-25 days during that outage period which is planned for
mid-April. The major work elements that comprise this project will be the replacement of
the Line 1 mill bull gear and mill discharge head with trunnion.

The MRF funds will support this effort and allow this discretionary but critical project to
proceed in the limited capital funding environment that we are experiencing. The scope
of the repairs and bill of materials has been determined. Long lead items are on order.
The work will be completed by a combination of Minorca maintenance employees and a
local contractor experienced in this type of work. This project is expected to be
completed by early May, 2016 at an estimated cost of $1,725,000.
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Hibbing Taconite Company

P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441

Iron Range Resources & (218)735-3000 * 800-765-5043

Rehabilitation Board Fax: (218)735-3047
To:  Iron Range Resources and Rehabilitation Board Members
From: Mark Phillips

Date:

Re:

Commissioner
December 21, 2015

HIBBING TACONITE COMPANY MINING REINVESTMENT FUND*
PROJECTS - $1,874,526

Hibbing Taconite Company is eligible for a rebate of $1,874,526 subject to the company
providing a minimum match of $1,874,526 for a minimum total project cost of $3,749,052.

The Hibbing Taconite Company Mining Reinvestment Fund Review Committee completed its
review on November 30, 2015, and unanimously approved submitting the following two (2)
projects which will share the MRF rebate.

Project 1 — Continuous Emissions Monitors (CEMS) - $3,930,000

Environmental Protection Agency (EPA) mandated plan that requires monitoring SO>
and NOx emissions on each of Hibbing Taconite Company's (HTC) 12 stacks that support
the 3 furnaces. Continuous Emission Monitoring Systems (CEMS) provide continuous
measurements of nitrogen oxide (NOx) and sulfur dioxide (SO) concentrations being
emitted from HTC's indurating furnaces. NOx and S02 are contributors to haze, which
may impact visibility in Class 1 protected national parks and wilderness areas such as
Voyageur's National Park and the Boundary Waters Canoe Area. The continuous
measurements provide real time data to ensure that HTC is meeting SO> and NOx
regulatory requirements.

Project 2 — Control Systems Upgrade — Concentrator and Pellet Plant - $648,000

The discrete control system includes programmable logic computers (PLC) which are
digital computers that automate electromechanical processes such as conveyor belts, mills
and furnace lines. Unlike general computers, the PLC is designed for multiple inputs and
output arrangements, extended temperature ranges, immunity to electrical noise and
resistance to vibration and impact. The new control system will be an upgrade to the latest
technology.
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Northshore Mining Company

P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441

Iron Range Resources & (218)735-3000 * 800-765-5043

Rehabilitation Board Fax: (218)735-3047
To:  Iron Range Resources and Rehabilitation Board Members

From: Mark Phillips

Commissioner

Date: December 21, 2015

Re:

NORTHSHORE MINING COMPANY MINING REINVESTMENT FUND*
PROJECTS - $1,221,742

Northshore Mining Company is eligible for a rebate of $1,221,742 subject to the company
providing a minimum match of $1,221,742 for a minimum total project cost of $2,443,484.

The Northshore Mining Company Mining Reinvestment Fund Review Committee completed its
review on November 23, 2015, and unanimously approved submitting the following two (2)
projects which will share the MRF rebate.

Project 1 — Direct Reduced (DR) Grade Pellets (Low Silica Project Test) — Engineering -
$1,629,467

The initial Feasibility Study, completed in August 2013, concluded that DR Grade pellet
production at Northshore could be economically viable if a customer base/partner could
be secured. Iron/weight recovery is vastly improved under the scheme of operating the
plant with two products simultaneously being produced and operating a scavenger
recovery system. The iron recovery improvement significantly reduces the increase of
operating costs related to iron losses and overall plant upstream volume impacts. The full
scale pellet production test conducted in March 2013 produced pellets that will meet the
DR Grade requirements for a product to use in commercial DRI machines. Detail
engineering has been completed as of the end of April 2015.

It is recommended partial equipment be installed to allow production of a customer trial
up to 200,000 long tons of DR Grade pellets. This includes the installation of conveyor
60C, shuttle conveyor 61, and the reactivation/modification of Section 12 finisher hydro.
The work on the finisher hydro is needed to stabilize the filtering operation for the trial
and is not required for the commercial operation. All other portions of the install are part
of the overall DR Grade pellet project.
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Project 2 — Unit 1 Low NOxBurners — $3,206,000

The project is the installation of the Low NOx burners and over fired air equipment to
reduce the nitrous oxide emissions at the Silver Bay Power Plant. The CFD
(computational fluid dynamics) modeling has been completed for the project which has
enabled preliminary design of the coal and gas burners plus the sizing and location of the
over fired air ports. Performance guarantees have been calculated and submitted for the
anticipated emission levels after completing the modifications. The project is mandated
by air quality regulatory changes that require reductions in the emissions of NOx. Since
NOy reduction can potentially increase the carbon monoxide emissions, the addition of
over fired air ports is required to maintain the CO emissions at low levels. Programming
and wiring changes will also have to be implemented on the boiler combustion and
burner management controls to support the installation.

The project is expected to reduce NOx emission from the combustion process of burning
sub-bituminous coal to produce electric energy at the Silver Bay Power Plant. The results
from the project installation will be directly measurable on the stack Continuous
Emissions Monitoring System (CEMS) that provides real time NOx emission data. Boiler
operation procedures will be modified to assure compliance with the NOy operating
limits.

Background:

e National Ambient Air Quality (NAAQS) — Northshore has conducted air dispersion
models around the emission rates the Low NOx burners are guaranteed to perform

e Best Available Retrofit Technology (BART) — while agency is forced to reevaluate
the assessment of BART for the power plant in light of federal court issues, the
performance of these burners surpasses what the agency assessed as a BART limit
in its prior determination.

e Cross State Air Pollution (CSAPR) — no limits, but rather pay for emission credits
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United Taconite LLC

P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441

Iron Range Resources & (218)735-3000 * 800-765-5043

Rehabilitation Board Fax: (218)735-3047
To:  Iron Range Resources and Rehabilitation Board Members

From: Mark Phillips

Commissioner

Date: December 21, 2015

Re:

UNITED TACONITE LLC MINING REINVESTMENT FUND* PROJECTS -
$1,304,747

United Taconite LLC is eligible for a rebate of $1,304,747 subject to the company providing a
minimum match of $1,304,747 for a minimum total project cost of $2,609,494.

The United Taconite LLC Mining Reinvestment Fund Review Committee completed its review
on December 7, 2015, and unanimously approved submitting the following Three (3) projects
which will share the MRF rebate.

Project 1 — Dust Collectors - $1,500,000

United Taconite operates 50 dust collectors at the Fairlane Plant. To maintain compliance
with Federal and State air quality regulations, United Taconite has developed a multi-
year replacement plan starting with 5C and 4C in the crusher, 4 and 5 Rod Mill Feed and
the South Transfer House. The existing 5C, 4C and South Transfer House collectors
utilize wet collection and will be replaced with dry filtration collectors to optimize indoor
air quality. Dry filtration uses filter media to capture dust. The dust builds on the exterior
of the filter and is periodically blown/discharged out the bottom of the collector. The 4 &
5 Rod Mill Feed collectors will continue to utilize wet collection which uses water to
capture dust.

Project 2 — Pre-Mix Binder Addition - $575,000

United Taconite uses an organic binder to form green balls prior to the grate/kiln/cooler
machine. The binder is then mixed with soda ash at a set ratio that is critical to green ball
quality and overall pellet quality. The existing system requires the unloading of trucks of
soda ash and binder into separate bins. United Taconite will change to a pre-mixed binder
product which will convert the current binder addition system from two separate products
and loading points to a pre-mix product with one addition point.
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Project 3 — Plant Equipment Guarding - $900,000

Update guarding on processing equipment to exceed MSHA regulations. United Taconite
has developed a phased plan over three years that started in late 2013. Phase 1 covers the
Concentrator with upgrades to the grinding mills, magnetic separators and rod mill feed
conveyors. Phase 2 covers the Pellet Plant with upgrades to the balling circuits, grate,
kilns, cooler and conveyors in the Concentrator. Phase 3 covers the Coarse and Fine
Crushers, conveyors and support equipment.

Iron Range Resources and Rehabilitation Board Meeting
December 21, 2015
Page - 11 -



Magnetation LLC

P.O. Box 441
4261 Highway 53 South

— Eveleth, Minnesota 55734-0441
Iron Range Resources & (218)735-3000 » 800-765-5043

Rehabilitation Board Fax: (218)735-3047

To:  Iron Range Resources and Rehabilitation Board Members

From: Mark Phillips
Commissioner

Date: December 21, 2015

Re:  MAGNETATION LLC MINING REINVESTMENT FUND* PROJECTS -
$736,349

Magnetation LLC is eligible for a rebate of $736,349 subject to the company providing a
minimum match of $736,349 for a minimum total project cost of $1,472,698.

The Magnetation LLC Mining Reinvestment Fund Review Committee completed its review on
December 9, 2015, and unanimously approved submitting the following project.

Project 1 — Plant 4 Flotation Circuit (Bank 1) - $1,540,966

This project will involve the purchase and installation of flotation bank #1 in Plant 4.
This flotation bank will process WHIMS (Wet High Intensity Magnetic Separator)
concentrate. The flotation is performed at a neutral pH of 7, which makes the process
environmentally friendly and safe. The flotation cells allow for higher magnetic circuit
recoveries — to produce iron ore concentrate and simultaneously reduce the silica
percentage. This factor enhances the product’s marketability and enables the plant to
effectively process feed from a variety of diverse resources.

*Minnesota Statutes 298.227, authorize grants to Minnesota’s taconite producers for workforce development and
associated public facility improvement, or for acquisition of plant and stationary mining equipment and facilities for
the producer or for research and development in Minnesota on new mining, or taconite, iron, or steel production
technology, but only if the producer provides a matching expenditure equal to the amount of the distribution to be
used for the same purpose. These funds are held in the Mining Reinvestment Fund.

Effective for proposals for expenditures of money from the fund beginning May 26, 2007, the commissioner may not
release the funds before the next scheduled meeting of the board. If a proposed expenditure is not approved by the
board, the funds must be deposited in the Taconite Environmental Protection Fund under sections 298.222 to
298.225.
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FY16 Development Infrastructure Projects

4261 Highway 53 South

P.O. Box 441

Eveleth, Minnesota 55734-0441
(218)735-3000 * 800-765-5043
Fax: (218)735-3047

Iron Range Resources &
Rehabilitation Board

To: Iron Range Resources and Rehabilitation Board

From: Mark Phillips
Commissioner

Date: December 21, 2015

Re:  FY16 INFRASTRUCTURE PROJECTS

PURPOSE

The Infrastructure Grant program provides funds for cities and townships that can be used for
infrastructure, site work, or healthcare capital projects that support community and economic
development. State law requires half of the agency’s economic development fund to be invested
in infrastructure projects in local communities.

ECONOMIC IMPACT*

FY 16 development infrastructure grants 7
FY 15 community infrastructure grant increase 1
IRRRB investment $1,650,000
Total public/private investment $23,272,843
Leverage 13.1to1
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City of Babbitt

Grant Amount: $200,000

Construction of a new access road, storm sewer, and landing lot. The city is working with the
DNR to redevelop the Babbitt recreation and boat landing area on Birch Lake. The lot and
landing area have experienced deterioration and the area is experiencing environmental issues
due to erosion of the roadside ditches. The run-off pollution entering the lake will now be
captured by a new storm sewer system and rain garden. The improvements will also include new
docks and boat landing aprons. The project is projected to create 4 construction jobs.

USES SOURCES

Site Development $444,487 IRRRB $200,000
A&E 93,342 City of Babbitt 216,726
Contingency 88,897 SLC 50,000
SPRA 150,000

DNR 10,000

TOTAL $626,726 TOTAL $626,726

City of Cohasset

Grant Amount: $300,000

Facility modifications and health and safety upgrades. The project facilitates the expansion of
MDI through the purchase of the Technimar Building and property in Cohasset. MDI will use
60,000 sq. feet in the new facility for expansion of existing and new lines of business. MDI will
use 10,000 sq. feet in the new facility to develop an occupational skills training center for the
region. The business expansion is projected to create 20 permanent jobs and 22 construction
jobs.

USES SOURCES
Land /Facility $2,500,000 IRRRB $300,000
Building modifications 300,000 MDI 1,500,000
DRHH relocation 200,000 Terex 500,000
DRHH equipment 300,000 Blandin 1,000,000
TOTAL $3,300,000 TOTAL $3,300,000

Iron Range Resources and Rehabilitation Board Meeting
December 21, 2015
Page - 14 -



Cook County

Grant Amount: $100,000

Phase Il Cook County Airport runway extension and widening project consists of the extension
and the expansion of the current runway from 4,200 feet to 5,000 feet. The extension and
widening will enable large wild fire fighting aircraft, all weather medical evacuation aircraft, and
larger multi-function commercial and private aircraft. The project is projected to create 19
construction jobs.

USES SOURCES
Runway reconstruction $2,311,926 IRRRB $100,00
A&E 590,000 Cook County Airport 45,096
MNDOT 145,096
FAA 2,611,734
TOTAL  $2,901,926 TOTAL $2,901,926

Fairview Range

Grant Amount: $250,000

Construction and remodel of the Fairview Range Behavioral Health Unit. Fairview Range is
expanding their Behavioral Health Unit from 19 beds to a 34-bed unit. Lack of available beds
has put a substantial health, safety, and financial burden on the hospital and local law
enforcement. Currently, there is a shortage for these services statewide with an emphasis on
impatient acute psychiatric beds. The project is projected to create 20 permanent jobs and 3
construction jobs.

USES SOURCES
Construction remodel 538,710 IRRRB $250,000
A&E 35,000 Fairview Range 414,485
Contingency 90,775
TOTAL $664,485 TOTAL $664,485

City of Grand Rapids

Grant Amount: $300,000

Water, sewer, utilities extension, and site work for construction of a new 16,200 sq. ft. Kiesler
Health and Wellness Center. The center and its staff will help provide essential mental
health/rehabilitative services. These services go beyond improving mental health to include
increased employment for persons with disabilities, decreased reliance on social services, and
reduced poverty. The project is projected to create 16 permanent jobs and 28 construction jobs.

USES SOURCES
Water, sewer and roads 521,400 IRRRB $300,000
A&E 318,850 Blandin 1,000,000
Land 544,000 City of Grand Rapids 300,000
Facility 2,858,000 Kiesler House 2,642,250
Renovation/Addition
TOTAL $4,242,250 TOTAL $4,242,250
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Lutsen Township

Grant Amount: $300,000

The Phase Il portion of the project is comprised of erosion control and clearing, mass grading,
drainage, reconstruction of greens, grassing, and a landscaping and irrigation system at the
Superior National Golf Course. Eighty percent of business in Cook County is tourism. The
project is expected to create 33 construction jobs.

USES SOURCES
Golf course construction $4,456,401 IRRRB $300,000
A&E 378,316 Cook County 4,537,456
Contingency 302,739 IRRRB (FY14) 300,000
TOTAL $5,137,456 TOTAL $5,137,456

Morse Township

Grant Amount: $100,000

Phase Il road and site development for a new emergency services facility. This is a collaborative
facility between Town of Fall Lake and Town of Morse. The project is expected to create 2
construction jobs.

USES SOURCES
Road & site development $120,000 IRRRB $100,000
Building 770,000 Morse Township 400,000
A&E 10,000 Fall Lake Township 400,000
TOTAL $900,000 TOTAL $900,000
*Grant Amendment

City of Biwabik

Grant Amount: $150,000

Grant Amendment: + $100,000

Replacement of water, sewer, storm sewer, and roads on 4th Avenue North, and adjacent alley
and parking lot. Road reconstruction for 2nd Avenue South, 2nd Avenue North, 3rd Avenue
North, and 1st Street South. The City is requesting the FY15 $150,000 IRRRB grant award be
increased to $250,000, which is the original application request. The project was funded at a
reduced grant of $150,000, due to lack of available IRRRB funds. In addition, the city has
expanded their project from a $783,000 project to a $5.5 million project to be completed in 2016.
The project is expected to create 36 construction jobs.

USES SOURCES
Street Reconstruction 5,000,000 IRRRB $250,000
A&E 500,000 City of Biwabik 5,250,000
TOTAL $5,500,000 TOTAL $5,500,000
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FY16 Broadband Infrastructure Project

) | P.O. Box 441
4261 Highway 53 South

e Eveleth, Minnesota 55734-0441
Iron Range Resources & (218)735-3000 * 800-765-5043

Rehabilitation Board Fax: (218)735-3047

To:  Iron Range Resources and Rehabilitation Board Members

From: Mark Phillips
Commissioner

Date: December 11, 2015

Re:  FY16 Broadband Infrastructure Project

BROADBAND PROJECT SUMMARY

Project #1: Paul Bunyan Communications proposes a fiber to the home broadband infrastructure
project in large portions of Balsam, Lawrence, Nashwauk, and former Iron Range Township. The
project will serve a minimum of 1255 unserved households including at least 50 businesses & 5
community institutions with broadband above the state goal. The competitive advantage that
broadband provides is expected to enable many existing businesses to maintain and create
additional jobs. Furthermore, the project will serve 511 unserved students with broadband
infrastructure in the Grand Rapids (250), Greenway (111), and Nashwauk-Keewatin (150) School
Districts, thus enabling students the opportunity to develop skills that potentially lead to
employment in technologically innovative businesses. The project has obtained support from a
variety of stakeholders in the project area including local governments, schools districts,
healthcare, business, teachers, and residents.

USES SOURCES
Paul Bunyan $2,020,000.00
Communications
Itasca County $250,000.00
IRRRB $1,250,000.00
Broadband Fiber to the $5,519,895.00 DEED Border to Border $1,980,000.00
Home
TOTAL  $5,519,895.00 TOTAL  $5,519,895.00

Project #2: CenturyLink proposes a fiber to the node broadband infrastructure project in a portion
of Pike Township. The project will serve 18 unserved & underserved households with broadband
above the state goal. Hundreds more will benefit from the project by going from not served to
underserved. Furthermore, the project will provide broadband to 40-50 students in the Virginia
School District.
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USES SOURCES

CenturyLink $15,233.00
Broadband Fiber to the Node $30,465.00 IRRRB $15,232.00
TOTAL $30,465.00 TOTAL $30,465.00

TOTAL PROJECT COST  $5,550,360.00
TOTAL FROM IRRRB $1,265,232.00

Funding Authorization:
This expenditure is authorized under the provisions of the Douglas J. Johnson Economic
Protection Trust Fund as codified under Minnesota Statutes, Section 298.296, subdivision 2(c).
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Exhibit A - IRRRB October 30, 2015, Meeting Minutes

IRRRB Meeting Minutes
Friday, October 30, 2015 —2:30 p.m.
IRRRB Administration Building
Eveleth, Minnesota

1) Roll Call

Senator David Tomassoni, vice chair, called the meeting to order at approximately 2:32 p.m.
Present: Representative Tom Anzelc, Representative Carly Melin, Representative Jason Metsa,
Representative Dale Lueck, Senator Tom Bakk, Senator Tom Saxhaug, Senator Rod Skoe.
Minute Taker: Laureen Hall, Executive Aide. Also present: Mark Phillips, Commissioner; Mary
Finnegan, Deputy Commissioner, Joe Radinovich, Assistant Commissioner, Al Becicka, IRRRB
Legal Counsel; Steve Peterson, Executive Director of Development; Matt Sjoberg, Director of
Development, Dave Hart, Loan Officer Supervisor, Chris Ismil, Community Development
Representative, Dan Jordan, Mineland Reclamation Supervisor, Roy Smith, Director of
Workforce Development; Bob Scuffy, Accounting Director; Sheryl Kochevar, Media
Coordinator; Lisa Hughes, DEED; Arunis Chesonis and Jack Baron, Sweetwater Energy, Inc.;
Kevin Petz, Mesabi Nugget; Mark Lorenz, Mining Resources; Larry Sutherland, US Steel
Minntac/Keetac.

Senator Tomassoni suggested a moment of silence in remembrance of Board Chairman
Representative David Dill, who passed away on August 8, 2015.

Senator Tomassoni noted for the record that all members were present at the meeting.

2) Election of Chair
Action required: Approval requires a simple majority of the quorum

Representative Dale Lueck nominated Representative Tom Anzelc as chair of the Iron Range
Resources and Rehabilitation Board. Seconded by Representative Carly Melin. Motion carried.

Voting in Favor of the Motion: Representative Tom Anzelc, Representative Carly Melin,
Representative Jason Metsa, Representative Dale Lueck, Senator Tom Bakk, Senator Tom
Saxhaug, Senator Rod Skoe, Senator David Tomassoni

Voting Against the Motion: None

Abstain: None

Excused: None

3) Approval of the May 19, 2015, Minutes
Action required: Approval requires a simple majority of the quorum
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Representative Jason Metsa moved approval of the May 19, 2015, minutes. Seconded by Senator
Tom Bakk. Motion carried.

Voting in Favor of the Motion: Representative Tom Anzelc, Representative Carly Melin,
Representative Jason Metsa, Representative Dale Lueck, Senator Tom Bakk, Senator Tom
Saxhaug, Senator Rod Skoe, Senator David Tomassoni

Voting Against the Motion: None
Abstain: None

Excused: None

3) Commissioner Comments

a) Representative David Dill Memorial
The following Board members indicated they wanted to meet to find an appropriate
way to pay tribute to Representative David Dill, including Senator Tom Bakk,
Representative Tom Anzelc and Commissioner Phillips or designated staff.

b) School Collaboration Fund
The following Board members indicated they wanted to provide input into the process
of creating guidelines for the School Collaboration Fund including: Senator David
Tomassoni, Representative Dale Lueck, Senator Tom Saxhaug and Representative
Jason Metsa.

c) Range Trust
In December 2014, the IRRR Board approved the establishment of the Range Trust.
A very preliminary Board was established for the sole purpose of forming the non-
profit, which has been done. The process has been very cautious and deliberate. No
funds will be moved without bringing it back to the Board. Additional updates will be
forthcoming at future IRRR Board meetings.

4) FY16 Development Infrastructure Grants — Resolution #16-001
Action required: Approval requires a simple majority of the quorum

Senator David Tomassoni moved to approve the expenditure of up to $2.314 million in TEPF
Public Works funds for FY16 Development Infrastructure Grants as presented in Resolution #16-
001. Seconded by Representative Dale Lueck. Motion carried.

Voting in Favor of the Motion: Representative Tom Anzelc, Representative Carly Melin,
Representative Jason Metsa, Representative Dale Lueck, Senator Tom Bakk, Senator Tom
Saxhaug, Senator Rod Skoe, Senator David Tomassoni

Voting Against the Motion: None
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Abstain: None
Excused: None

IRON RANGE RESOURCES AND REHABILITATION BOARD
OF THE STATE OF MINNESOTA
PUBLIC WORKS PROJECT APPROVALS

Resolution No.: 16-001

WHEREAS, the Commissioner is authorized to expend, upon approval of the Board, the
Taconite Area Environmental Protection Fund monies made available under Minnesota Statutes
Section 298.223 (“TEPF Funds”) to promote the economic development of the Taconite
Assistance Area designated in Minnesota Statutes Section 273.1341 (“TAA”), by investing in
local economic development projects within the TAA; and

WHEREAS, the agency’s approved fiscal year 2016 ("FY16") Budget includes the
allocation of up to $6,000,000 for public works projects from TEPF Funds (“TEPF Public
Works Funds”) of which $1,625,000 has already been obligated for projects by prior Board
actions, leaving $4,375,000 that has not yet been approved by the Board for expenditure during
FY16; and

WHEREAS, the Commissioner has received proposals for the expenditure of up to
$2,314,000 of such TEPF Public Works Funds for those certain community and economic
development projects that are more specifically described in Exhibit A, which is attached hereto
and incorporated by reference (“Proposed Projects”); and

WHEREAS, the Commissioner has further received requests from three communities to
reallocate grants or portions of grants previously approved by the Board for different community
and economic development projects, which are also more specifically described in Exhibit A
("Reallocated Projects™) and

WHEREAS, the Board met in open session at 2:30 p.m. on October 30, 2015, in the
agency's Administrative Building located near Eveleth, Minnesota, to consider, among other
matters, the Proposed Projects and Reallocated Projects and has determined that the expenditure
of the following amounts of TEPF Funds for the purposes and in the amounts specified below
would be in the public interest and promote economic development within the TAA.

NOW, THEREFORE, IT IS RESOLVED, that the Board hereby approves the
expenditure of up to $2,314,000 of FY16 TEPF Public Works Funds to provide grants for the
Proposed Projects in the amounts and for the purposes set forth in Exhibit A.

BE IT FURTHER RESOLVED that the Board approves the Reallocated Projects in the
amounts and for the purposes set forth in Exhibit A.
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BE IT FURTHER RESOLVED that the Board’s approval for the expenditure of FY16
TEPF Public Works Funds for all Proposed Projects, including those Proposed Projects which
have associated private development work, is contingent upon the agency, in its grant contracts,
requiring each such grantee entity to commit to the payment of prevailing wages for the funded
project as required by law, or to the extent required in the Board’s Resolution 96-005.

BE IT FURTHER RESOLVED that the Board’s approval for the expenditure of FY16
TEPF Public Works Funds for the Proposed Projects is further contingent upon all such project
financing being in place before the agency’s funds are released.

PASSED AND ADOPTED BY VOTE OF THE IRON RANGE RESOURCES AND
REHABILITATION BOARD THIS 30" DAY OF OCTOBER 2015.

Member
Senator Tom Bakk
Senator Tom Saxhaug
Senator Rod Skoe
Senator David Tomassoni
Representative Tom Anzelc
Representative Dale Lueck
Representative Carly Melin
Representative Jason Metsa
TOTAL

Nay Abstain | Excused

mxxxxxxxxg

Signed:

Representative Tom Anzelc, Chair
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City of Aitkin

Grant Amount: $250,000

New water and sewer on 2" Avenue and Black Rock Road and a new lift station at the city park
to service a 20-unit housing development in the proposed Ryan’s Knoll subdivision in Southwest
Aitkin. The project is expected to create 8 construction jobs.

USES SOURCES
Water, Sewer & Lift Station $867,860 IRRRB $250,000
Contingency 130,179 City 947,647
A&E 199,608
TOTAL $1,197,647 TOTAL $1,197,647

Alborn Township

Grant Amount: $200,000

Site development and construction of a new 3,400 sg. ft. Emergency Services Facility and a
1,000 sq. ft renovation of the existing fire hall. This is a collaborative Emergency Services
Facility for Alborn Township and New Independence Township also provides emergency
response to Culver, Ness, and Northland Townships. The project is expected to create 3
construction jobs.

USES SOURCES
Site Work $81,000 IRRRB $200,000
Building 374,000 Alborn Township 180,000
A&E 25,000 New Independence
Township 100,000
TOTAL $480,000 TOTAL $480,000
City of Bovey

Grant Amount: $230,000

Infrastructure, roads, and site work for a new 9,500 sq. ft. collaborative Emergency Services
Facility. This is a joint facility between the cities of Coleraine and Bovey. The new emergency services
facility will include police and fire and rescue, with the plan to add on to the facility in the future for a
shared public works facility.

The project is projected to create 7 construction jobs.

USES SOURCES
Water, sewer and roads $250,000 IRRRB $230,000
Building 840,000 Coleraine 150,000
A&E 50,000 Bovey 150,000
Legislative 160,000
IRRRB FY 14 (Building) 450,000
TOTAL $1,140,000 TOTAL $1,140,000
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City of Cook

Grant Amount: $200,000

Water, sewer, utilities extension, and site work for renovation and expansion of the Cook
Hospital & Nursing Home, which is a 14-bed critical access hospital and 28-bed Skilled Nursing
Facility located in the city of Cook. The Cook-Orr Healthcare District was formed by special
legislation in 1990, serving a rural regional population of over 10,000(permanent & seasonal).
The next closest hospital and skilled nursing facility is 73 miles North to I-Falls and 27 miles
South to Virginia. The Cook Hospital and Nursing Home is the largest employer in the Cook-Orr
Healthcare District with 138 jobs. The construction of additional space will be 18,000 square feet
and the renovation of 6,500 square feet will include the full nursing home. The project is
projected to create 5 permanent jobs and 42 construction jobs.

USES SOURCES
Infrastructure & site work $311,000 IRRRB $200,000
Facility 6,000,000 DEED 198,108
Contingency 31,110 Hospital 6,000,000
A&E 55,998
TOTAL $6,398,108 TOTAL $6,398,108

City of Eveleth

Grant Amount: $300,000

Water, sewer, utilities, roads, and site work for a new 11,000 sq. ft. Chicagami Day Care
Facility. The current Chicagami Day Care Center is located in the old Eveleth Junior High
School building, which the Eveleth-Gilbert school district has plans to close and demolish.
Chicagami is a key community asset with 67 children currently enrolled at the daycare facility.
The new modern facility will have classrooms for infants, toddlers, preschool, and school age
children. The project is expected to create 15 construction jobs.

USES SOURCES
Water, sewer and roads $307,066 IRRRB $300,000
Building 1,615,034 City 1,934,077
A&E 164,167
Contingency 147,810
TOTAL $2,234,077 TOTAL $2,234,077

City of Gilbert
Grant Amount: $249,000
Road reconstruction and site development for the Gilbert Industrial Park. The city of Gilbert is
proposing development of the site for heavy industrial uses to support business activities
required by the mining companies as well to open further economic potential for new business
opportunities for their community. The city currently owns 115 acres on the sight, which is
located on the East side of Lake Ore-Be-Gone. A new building development was recently
completed. This grant takes the place of an expired FY14 infrastructure grant to the city of
Gilbert for the same project, which was not shovel ready in FY14. The project is expected to
create 4 construction jobs.

USES SOURCES

Roads, utilities and site work $259,879 IRRRB $249,000
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Building 350,406 City 101,752

Contigency 7,373 Private 287,906
A&E 21,000
TOTAL $638,658 TOTAL $638,658

City of Keewatin

Grant Amount: $250,000

Road development and site work for the expansion of Pro Blast Inc. in Keewatin. The Pro Blast
expansion will include construction of a new 15,000 sq. ft. addition to their current facility. The
proposed 15,000 sg. ft. new addition to the West side of their current facility would house a fully
automated sand blasting and painting booth. The current facility site development began in
October 2012 and brought 5 existing permanent jobs when Pro Blast moved to the city of
Keewatin. Pro Blast currently has 13 permanent employees. The expansion is expected to create
4 permanent jobs and 15 construction jobs.

USES SOURCES

Roads and site work $233,687 IRRRB $250,000
Land 187,000 City 167,000
Equipment 670,000 Private 960,162
Building 1,126,000 IRRRB (Loan) 898,000
Contingency 17,475
A&E 41,000

TOTAL  $2,275,162 TOTAL $2,275,162

City of Marble

Grant Amount: $45,000

Utility and infrastructure upgrades for a local market in Marble. The Market was built in 1988,
and currently has 10 employees. The proposed upgrades would allow for an additional business
to occupy the current building, which has 3 registered businesses. The cities of Marble, Calumet,
Taconite and Greenway Township are some of the municipalities that utilize this business for
their fueling and grocery needs; others include the mining industries, tourism and local residents.
The project is expected to create 1 construction job.

USES SOURCES
Utilities and site work $92,125 IRRRB $45,000
Private 47,125
TOTAL $92,125 TOTAL $92,125

City of Mt. Iron

Grant Amount: $300,000

Water, sewer, utilities, roads, and site work for a new 15-unit housing development project. The
development includes single-family patio style homes. The homes will be one and two bedrooms
with an attached garage. The cost per home to include the lot will range between $160,000 and
$200,000. The city of Mt. Iron and the Mt. Iron EDA have successfully developed three
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housing sites over the last two decades to include Unity Addition, Unity Addition Il, and the
South Forest Grove. The project is expected to create 5 construction jobs.

USES SOURCES
Site work $622,493 IRRRB $300,000
Wetlands 65,000 City 495,014
A&E 107,521
TOTAL $795,014 TOTAL $795,014
City of Nashwauk

Grant Amount: $200,000

Water, sewer, utilities, roads, and site work for a new 11-unit Bozich Addition housing
development project. The project concept is to develop 103 acres of property into 82 residential
lots in North Nashwauk. The Bozich Addition is the first phase of the full housing development
plan. The homes will be one, two and three bedrooms with an attached garage. The cost per
home will range between $150,000 and $250,000. The project is expected to create 5
construction jobs.

USES SOURCES
Site work $426,411 IRRRB $200,000
Land/Environmental 280,000 Legislative 257,000
Contingency 42,641 City 371,013
A&E 78,961
TOTAL $828,013 TOTAL $828,013
City of Orr

Grant Amount: $90,000

Infrastructure and boilers for a new heating system for the former Orr school building. It is the
number one priority of the City of Orr to redevelop the former school building for reuse. A key
piece of the reuse and redevelopment of the building is the purchase and installation of four Garn
biomass gasification boilers. The building will utilize 200 cords of wood annually. The project is
expected to create 1 construction job.

USES SOURCES
Infrastructure & boilers $105,000 IRRRB $90,000
Building 75,000 City 90,000
TOTAL $180,000 TOTAL $180,000
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* Grant Reallocations

City of Chisholm

Grant Amount: $225,000

Reallocation Amount: $30,000

Replacement of water, sewer, storm sewer, and roads on 3@ Avenue Northeast. The city of
Chisholm 3 Avenue grant (FY2014) has $30,000 remaining as the scope of the project was
reduced by the city of Chisholm. The city has requested that the remaining $30,000 in grant
funds be reallocated to the city of Chisholm 5" Avenue Northwest (FY2014) project, which has
over $100,000 in unanticipated costs.

City of Cook

Grant Amount: $200,000

Reallocation Amount: $99,500

Infrastructure and site work for a new Emergency Services Facility for the Lake Vermilion Fire
Brigade. This grant is a reallocation from the City of Cook (FY2016) to the Lake Vermilion Fire
Brigade and a reduced grant amount of $99,500. The Lake Vermilion Fire brigade had to down
size the new facility after bids came in much higher than anticipated. The brigade is requesting
$99,500 to cover the cost of infrastructure and site development.

USES SOURCES
Infrastructure & site $99,500 IRRRB (FY2016) $99,500
development LV Brigade 370,000
Building 350,000
A&E 20,000
TOTAL $469,500 TOTAL $469,500

City of Eveleth

Grant Amount: $350,000

Reallocation Amount: $350,000

Health, safety, and utility upgrades for the Eveleth Auditorium. This grant is a reallocation of a
city of Eveleth FY2014 Development Infrastructure grant for infrastructure and site development
for an assisted living facility. The assisted living project is not moving forward and the city of
Eveleth has requested that the grant be used for upgrades to the Eveleth Community Auditorium.

USES SOURCES
Interior & Exterior $278,000 IRRRB (FY2014) $350,000
Completed Improvements 923,863 City 996,363
FFE & AV 125,000 IRRRB (FY2012) 50,000
Contingency 27,800
A&E 41,700
TOTAL  $1,396,363 TOTAL $1,396,363
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5) Sweetwater Energy, Inc. — Resolution #16-002
Action required: Approval requires an affirmative vote by all members of the Board

Representative Jason Metsa moved to approve the expenditure of up to $18 million from the
Douglas J Johnson Economic Protection Trust Fund (corpus) to provide financial assistance to
Sweetwater Energy, Inc. for the development of a full-scale biochemical manufacturing facility
near the city of Mountain Iron as presented in Board Packet materials and Resolution #16-002.
Seconded by Senator David Tomassoni. Motion carried.

Voting in Favor of the Motion: Representative Tom Anzelc, Representative Carly Melin,
Representative Jason Metsa, Representative Dale Lueck, Senator Tom Bakk, Senator Tom
Saxhaug, Senator Rod Skoe, Senator David Tomassoni

Voting Against the Motion: None
Abstain: None

Excused: None

IRON RANGE RESOURCES AND REHABILITATION BOARD
OF THE STATE OF MINNESOTA
SWEETWATER ENERGY PROJECT APPROVAL

Resolution No.: 16-002

WHEREAS, Minnesota Statutes Section 298.296, Subdivision 2 (d) authorizes the
Commissioner to expend, within or for the benefit of the Taconite Assistance Area defined in
Minnesota Statutes Section 273.1341 ("TAA") and upon prior approval by an affirmative vote of
all members of the Board, the corpus of the Douglas J Johnson Economic Protection Trust Fund,
(the “DJJ Fund Corpus”™), for projects and programs described in Minnesota Statutes Section
298.292, subdivision 1 that either (a) are designed to create and maintain productive, permanent,
skilled employment, including employment in technologically innovative businesses; or (b)
encourage diversification of the economy and promote the development of certain sectors of the
TAA economy; or (c) for which technological and economic feasibility have been demonstrated;
and

WHEREAS, Sweetwater Energy, Inc. (“Sweetwater”), a Delaware business corporation with its
principal headquarters in New York, is a green biotech company that will produce cellulosic
sugars, industrial alcohol and clean lignin from wood biomass for use in the production of
biochemical, biofuel and bioplastic commercial applications; and

WHEREAS, the agency, in partnership with the Minnesota Department of Employment and
Economic Development (“DEED”), has been in negotiations with Sweetwater to provide
financial incentives to entice Sweetwater to locate a manufacturing facility within the TAA; and
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WHEREAS, the parties have reached an agreement whereby the agency will provide
Sweetwater with up to $18 million in funding which, in conjunction with an $8 million
investment by DEED and a $26,860,563 investment from Sweetwater, will result in the
development of a full-scale biochemical manufacturing facility near the City of Mountain Iron,
within the TAA, an economic development project that will, when complete, employ 35 full-time
workers as more fully described in the board packet materials and as presented by staff, which
materials are hereby incorporated into this resolution (collectively the “Sweetwater Project”);
and

WHEREAS, the technical advisory committee appointed pursuant to Minnesota Statutes Section
298.297 met on October 23, 2015, and recommended that the Board approve the Sweetwater
Project as presented in accordance with the information provided in the board packet materials;
and

WHEREAS, the Board met in open session at 2:30 p.m. on October 30, 2015, in the agency's
Administration Building near Eveleth, Minnesota, to consider, among other matters, the
Sweetwater Project and has determined that the proposed expenditure of funds for the
Sweetwater Project will create and maintain productive, permanent skilled employment and will
diversify and promote the development of a new sector of the economy of the TAA.

NOW, THEREFORE, IT IS RESOLVED, that the Iron Range Resources and Rehabilitation
Board approves the expenditure of up to $18,000,000 from the DJJ Fund Corpus in support of
the Sweetwater Project, as authorized under the provisions of the Douglas J. Johnson Economic
Protection Trust Fund Act under Minnesota Statutes Sections 298.291-298.298.

BE IT FURTHER RESOLVED that, to the extent Board approval is necessary, the Board
hereby authorizes and approves the proposed expenditure of up to $7 million of DEED’s
Minnesota 21 Century Minerals Fund monies under Minnesota Statutes Section 116J.423-
116J.424.

BE IT FURTHER RESOLVED that the Board’s approval of all expenditures for the
Sweetwater Project is subject to the conditions set forth in the Board packet materials and the
provisions customarily contained in agency financing documents and Board Resolution 96-005
that require the recipient of financial assistance to pay at least prevailing wages to workers
performing work on Board approved projects.

PASSED AND ADOPTED BY VOTE OF THE IRON RANGE RESOURCES AND
REHABILITATION BOARD THIS 30" DAY OF OCTOBER 2015.

Member
Senator Tom Bakk
Senator Tom Saxhaug
Senator Rod Skoe
Senator David Tomassoni
Representative Tom Anzelc
Representative Dale Lueck

Nay Abstain | Excused

xxxxxx%
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Representative Carly Melin

Representative Jason Metsa

TOTAL

| XX

Signed:

Representative Tom Anzelc, Chair

Sweetwater Energy, Inc.
300 Trolley Blvd.
Rochester, NY 14606

IRRRB Direct Loan Program

Applicant:

Sweetwater Energy, Inc.
Rochester, New York

Project Location:

Mountain Iron, Minnesota

Principal(s):

Arunas A. Chesonis, CEO and Chairman of the Board
Jack Baron, President & Chief Operating Officer

Project Description:

Initially developed by oil industry experts over many years and
tested extensively the National Renewable Energy Laboratories,
Sweetwater Energy has perfected and patented technology for the
production of cellulosic sugars utilizing wood biomass as their
feedstock to provide an economical replacement for multiple
products derived from petroleum and food-based feedstocks.

This project is to establish a facility in Minnesota to produce
cellulosic sugars using wood as its feedstock. These sugars are
known as “platform substances” and serve as key components in
the production of a wide range of biochemicals, bioplastics and
biofuels. In addition to producing the cellulosic sugars, this facility
is intended to further process them into industrial bio-products.

The facility will be located near the Laurentian Energy wood yard
in Mountain Iron and will be constructed in two phases. Initial
feedstock capacity will be 150 dry tonnes of biomass per day;
however, the first module is anticipated to produce at 50% capacity
for six months, then ramp up to full production in 2018. Annual
production of this first module is projected to be 29,000 tonnes of
cellulosic sugar and 22,000 tonnes of clean lignin fiber.

Two additional production modules are projected to come on-line
in 2019 and a fourth module is planned to come on-line in 2020.
Each module will be capable of processing 150 tonnes per day.
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When all four modules are in production, annual wood
consumption will be approximately 200,000 cords.

Market Opportunity:

Cellulosic sugar and clean lignin have well-established markets and
Sweetwater will be positioned to supply the growing demand for
non-petroleum and non-food-based chemicals. Competitors in the
cellulosic sugar industry use corn, wheat, barley, rye and cane as
their feedstocks. Those food-based feedstocks have relatively high
price volatility, as compared to wood, giving an advantage to
Sweetwater.

Sweetwater’s sugars can supplement, or replace, the sugars that are
used in the production of multiple industrial biochemical and
alcohols and other products. These products have strong domestic
markets and are used in the manufacture of the following everyday
products: fuels, lubricants, hoses, lycra, spandex, upholstery,
fibers, fabrics, beverage packaging, preservatives, detergents,
insulation, flame retardants, plastics, pharmaceuticals, cosmetics,
disinfectants and many others.

Sweetwater will also convert their lignin to a number of clean fiber
products, which meet, or exceed, the performance of currently
available products. Domestically sourced lignin is primarily the
sulfite and kraft lignin produced by the pulp and paper industry.
Sweetwater’s lignin contains no sulfites and, in addition to other
uses, is suitable for high-value applications.

Project Investment: IRRRB direct loan $18,000,000
Formula rate, 15 year term
Commercial debt 16,288,450
Terms to be negotiated
DEED 21 Century Fund loan 6,000,000
DEED Ag & Econ Dev Board loa 1,000,000
DEED MIF loan 1,000,000
Private equity funding 10,572,113
TOTAL $ 52,860,563

Jobs:

35 Planned New full-time jobs
Wages $50,000 - $100,000 per year plus benefits.
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Collateral:

Collateral consists of all production equipment. Installed cost is
projected to be in excess of $30,000,000.

Business History:

Sweetwater Energy was founded in 2006 for the development and
production of fermentable cellulosic sugars for use in the
production of biochemicals, biofuels and bioplastics. Their core
technology was originally developed by oil industry experts and
has been tested extensively at the National Renewable Energy
Laboratories. The Sweetwater team has perfected that technology
so it now provides a compelling alternative to petroleum and food
based chemicals. With this technology, Sweetwater has entered
into long-term agreements with three companies to provide them
with sugars.

Much of the Sweetwater management team has worked together for
many years in other successful business enterprises.

Mr. Chesonis has received the Ernst & Young Entrepreneur of the
Year Award, the Herbert W. VVanden Brul Entrepreneurial Award
by the College of Business at Rochester Institute of Technology
and was elected to the Rochester Business Hall of Fame.

Past IRRRB History:

None

Contingencies:

Other funding, substantially as indicated above, must be confirmed.

Technical Advisory
Committee
Recommendation:

Approval recommended October 23, 2015.

Funding
Authorization:

Douglas J. Johnson Economic Protection Trust Fund

(corpus): This project is authorized under the provisions of the
Douglas J. Johnson Economic Protection Trust Fund Act
(Minnesota Statutes sections 298.291-298.298) pertaining to
expenditures of Douglas J. Johnson Economic Protection Trust
Fund monies for economic development projects in that these
statutes authorize business development loans to private enterprises
for the purposes of job creation and economic development within
the Taconite Assistance Area defined in Minnesota Statutes Section
273.1341.
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Draft Term Sheet

Project Financing for the Sweetwater Enerqgy, Inc. Specialty Chemicals Plant

Mt. Iron, Minnesota

The terms outlined below in this Term Sheet are for discussion purposes only, and this Term
Sheet does not constitute a commitment, agreement in principle or other agreement or obligation
by the State of Minnesota (“Lender”) or any of its subsidiaries or other affiliates to provide
financing. Any binding commitment by Lender would be subject to due diligence, board
approval and negotiation and mutual agreement of satisfactory definitive documentation
evidencing the credit facilities described in this Term Sheet (the “Senior Financing Documents”).

Type of Financing:

Borrower:

Lender:

Total Amount of Loans:

Sources of Funds:

Project:

Subsequent Modules:

Capital Budget:

Senior secured first priority financing (the “Senior Financing”)
consisting of construction and term loans to fund part of the costs
of the Project (as defined below).

Sweetwater Energy, Inc. (“Borrower” or “Sweetwater”),
Corporation organized under the laws of the State of Delaware.
State of Minnesota, by and through the office of the Commissioner
of iron range resources and rehabilitation (“IRRRB”) and the
Department of Employment and Economic Development
(“DEED”), collectively referred to as “Lenders”.

$26,000,000.

$18,000,000 from the IRRRB DJJ Fund; $7,000,000 from the
DEED 21% Century Fund via the IRRRB, and; $1,000,000 from the
DEED Minnesota Investment Fund via the City of Mountain Iron.
Borrower has developed and perfected an industrial process to
extract cellulosic sugars and clean lignin through wood biomass
conversion. Borrower proposes developing its first full scale
commercial facility in Mountain Iron, Minnesota using 51,000 tons
of local wood annually and expecting to employ 35. The current
Capital Budget for this plant is $53,000,000. It is anticipated this
first module will be operational in 2017.

It is the stated intent of Sweetwater to develop an additional three
modules of a similar size, character, and capacity of the Project at
the site of the Project within three years of the completion of the
construction of the Project. Financing of additional modules will
be the responsibility of Sweetwater. Failure to construct additional
modules in a timely fashion will not be a violation of the terms and
covenants of this Term Sheet or subsequent agreements thereof.
The Capital Budget includes the construction, purchase and
installation of equipment, and all related costs for the Project that
can be capitalized according to generally accepted accounting
principles (“GAAP”). Related costs may include facility design
costs, consultant costs and fees, land costs,
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Hard Costs:

Construction Phase:

Additional Financing:

Loan Term:
Due Date:
Amortization Date:

Use of Proceeds:

Loan Funds Availability:

Closings:

Draft
and other Project costs mutually agreed to. The Capital Budget is
hereto attached to this term sheet as Exhibit A.
All costs of construction, the purchase of equipment, the
installation of equipment, and costs specific to the Mountain Iron
site.
The time period of the project when the construction of the facility
as well as the delivery and installation of the equipment is taking
place. It is expected that the Construction Phase of the Project will
take approximately 24 months. The Construction Phase of the
Project will end upon the earlier of notification from Borrower to
Lender that construction activity has been substantially completed
or upon production of any level of product at the facility. In no
event will the construction of the Project be for a longer period
than 36 months.
Prior to Financial Closing, Borrower will be responsible to raise
and commit the $27,000,000 in necessary funds to complete
Project through a combination of equity and commercial debt —
with a minimum of $10,000,000 of these funds coming in the form
of an equity injection into the Borrower. In addition, Borrower
will be responsible to raise $4,000,000 in working capital that is
anticipated to bring the project to a positive cash flow status.
180 months from Financial Closing.
A date 180 months from Financial Closing.
The date which is the earlier of one year after Operational
Validation (defined as when for a 30 day period the Project
produces 9,000 gallons of alcohol and 13 metric tonnes of
activated carbon per day that meet product specifications) of the
facility or three years after the completion of the Construction
Phase of the Project.
Lender will make periodic disbursements to Borrower to reimburse
it for costs in the Capital Budget. Loan advances will be for 50%
of Capital Budget costs, however, at no time will Lender advance
more than 100% of the Hard Costs of the Project.
During the Construction Phase of the Project, Lender, or a
disbursing agent selected by Lender, will disburse Loan funds in
increments within 14 days of receiving an approved disbursement
request, in a form satisfactory to it at its sole discretion, for eligible
costs. Borrower will be required to show evidence satisfactory to
the Lender that the Capital Budget is fully funded with each
disbursement request. Disbursement requests are not to be made
by Borrower on a more frequent than monthly basis.
Closing of the Senior Financing shall occur on or prior to
September 30, 2016.
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Interest Rate:

Scheduled Amortization:

Security:
Optional Prepayment:

Conditions Precedent
To Financial Closing

Representations and
Warranties

Interest shall accrue on all advanced Loan funds at 3% per annum.
In the event of an uncured default, all advanced Loan funds will
accrue interest at 10% per annum.

Draft
No repayment shall be required during the Construction Phase of
the project. All accrued and unpaid interest will be capitalized and
added to the principal balance of the Loan upon completion of the
Construction Phase of the Project. Interest shall be paid on a
quarterly basis after the Construction Phase of the Project until the
Amortization Date. Beginning on the Amortization Date, the Loan
will require regular quarterly installment payments of interest and
principal in an amount to fully amortize the principal balance by
the Due Date.
The Senior Financing will have a first priority perfected lien on all
Project assets.
Optional prepayments of the Senior Financing, in whole or in part,
shall be permitted at the Borrower’s option.
The conditions precedent to Financial Closing will be customary
for credit facilities of this nature (with customary qualifications),
including but not limited to the following:

1. Delivery of legal opinions from counsel to the Borrower.
2. Delivery of base case project projections with assumptions.
3. No event of default or event that would become an event of

default with the giving of notice or passage of time or both
under the Senior Financing documents (a “Default”) shall
have occurred or be continuing.

4. Project Equity of $10,000,000 to be available with evidence
satisfactory to Lenders.

5. Additional Debt Capital of $17,000,000 in form and
structure satisfactory to Lenders.

6. Inter-Creditor agreement between Lenders and Additional
Debt Capital Providers.

7. Insurance coverage, including without limitation, builder’s
risk and performance insurance, shall be in full force and
effect.

8. Delivery of a construction schedule and budget for the
plant.

The Senior Financing Documents will include customary
representations and warranties (with customary knowledge and
materiality qualifications), including but not limited to the
following:

1. Corporation existence, power and due authorization, non-
contravention of applicable laws, consents and approval.

2. No event of default has occurred or is continuing.

3. Accuracy of information.

Iron Range Resources and Rehabilitation Board Meeting

October 30, 2015, Meeting Minutes
[-17-]



Affirmative Covenants

Negative Covenants:

Default:

Financial Reporting:

Prevailing Wages:

Business Subsidies:

Additional Funding:

4. Compliance with laws.
5. Title to Project assets
6. Perfection and priority on liens and security interests.

The Borrower will be subject to customary and usual affirmative
covenants, including but not limited to:

1. Use of Proceeds exclusively for approved Project costs included

in the Capital Budget.

Draft

2. The Borrower shall comply with all applicable laws and
permits.
3. The Borrower shall maintain insurance of the types and
amounts

customary for project of this type.
4. Lender shall receive standard inspection and visitation
rights.

The Borrower will be subject to customary and usual negative
covenants.

The Loan agreement(s) will provide for conditions of default,
cross-default with other State debt, notice of default, reasonable
cure opportunity and remedies.

Prior to the execution of definitive agreements, Borrower will
provide Lender with audited year-end financial statements for the
calendar year 2014 and any subsequent completed year. Borrower
will provide Lender with audited year-end financial statements,
prepared by an independent third party in accordance with GAAP,
within 150 days of the end of the fiscal year throughout the term of
the Loan. In addition, Borrower will provide Lender internally
prepared financial statements, prepared in accordance with GAAP,
within 30 days of the end of each fiscal quarter.

In accordance with Minnesota statutes, prevailing wages will be
paid by Borrower to all workers and laborers for the construction
of facilities and installation of equipment during the Construction
Phase of the Project.

In accordance with Minnesota statutes, all agreements shall follow
the business subsidies statutes as applicable.

DEED is willing to consider an application from Borrower for
additional funding through the Minnesota Job Creation Fund that it
administers.
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Development Agreement: Prior to or to coincide with the Financial Closing, Borrower will
enter into a development agreement with the City of Mountain Iron
that will address issues related to the Project site, including but not
limited to: size and layout of the site with ingress and egress
defined; delineation of wetlands; environmental status; location of
public utilities; and utility agreements including the pre-treatment
of effluent.

Fees: Each party shall be responsible for its own legal and related fees.
Borrower shall be responsible for all fees related to perfecting a
lien in the Security, which may be an eligible Project Cost.

Execution of this term sheet is merely meant to show the current intent of all parties to negotiate
and enter into definitive agreements as outlined above. It is not to be construed in any way to be
an agreement, binding or otherwise.

6) Wilderness Products, Inc. — Resolution #16-003
Action required: Approval requires an affirmative vote by 5 members

Senator Tom Bakk moved to approve the expenditure of up to $468,150 of Douglas J. Johnson
Economic Protection Trust Fund monies to provide assistance to Wilderness Products, Inc. to
purchase the assets of a preexisting organic health foods products manufacturer and maintain the
business operation in Silver Bay as presented in Board Packet materials and Resolution #16-003.
Seconded by Representative Jason Metsa. Motion carried.

Voting in Favor of the Motion: Representative Tom Anzelc, Representative Carly Melin,
Representative Jason Metsa, Representative Dale Lueck, Senator Tom Bakk, Senator Tom
Saxhaug, Senator Rod Skoe

Voting Against the Motion: None
Abstain: None

Excused: Senator David Tomassoni

IRON RANGE RESOURCES AND REHABILITATION BOARD
OF THE STATE OF MINNESOTA
DOUGLAS J JOHNSON ECONOMIC PROTECTION TRUST FUND
FUNDS FOR PURCHASE OF A PARTICIPATION INTEREST IN A
LOAN FOR THE WILDERNESS PRODUCTS PROJECT

Resolution No.: 16-003
WHEREAS, the Commissioner is authorized to expend, upon approval of the Board, the

Douglas J. Johnson Economic Protection Trust Fund monies made available under Minnesota
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Statutes Sections 298.291-298.294 and Minnesota Statute Section 298.28, subdivision 11 (“DJJ
Funds”), to provide loans and participate with private sources in providing financing for various
projects located within the Taconite Assistance Area defined in Minnesota Statutes Section
273.1341 (“TAA”) which will serve the purposes detailed in Minnesota Statutes Section
298.292, subdivision 1; and

WHEREAS, the agency’s FY 16 Budget includes provision for the use of certain DJJ Funds for
economic development projects under a budget line item category of DJJ Business Development
Projects (“FY16 DJJ Business Development Funds”); and

WHEREAS, the Commissioner has received a proposal for financial assistance from Wilderness
Products, LLC, a Minnesota limited liability company (“Wilderness Products™), to purchase the
assets of a preexisting organic health foods products manufacturer and maintain the business
operations in Silver Bay, that, in combination with funds provided from other sources, will
finance its project, which is more specifically described in the Board packet materials which are
attached hereto and incorporated by reference as Exhibit A (the "Project”); and

WHEREAS, the Commissioner has requested the Board to approve the expenditure of up to
$468,150 of FY16 DJJ Business Development Funds to purchase a participation interest in a
bank loan, which is being made as part of a $5,871,000 total investment, to enable Wilderness
Products to finance the costs of the Project, with the participation interest to be acquired on the
terms and subject to the conditions set forth in Board packet materials and as otherwise discussed
at the meeting; and

WHEREAS, the technical advisory committee appointed by the Commissioner under the
provisions of Minnesota Statutes Section 298.297 to review the terms and conditions of the
proposed Project, met on October 23, 2015, and recommended approval of the requested
financial assistance for the Project; and

WHEREAS, the Board met in open session at 2:30 p.m. on October 30, 2015, at the agency's
Administrative Building located near Eveleth, Minnesota, to consider, among other matters,
approval of the requested financial assistance for the Project; and

WHEREAS, the Board has determined that it would be in the public interest to approve the
expenditure of DJJ Funds for the Project, and that the granting of the requested financial
assistance would promote economic development in the TAA.

NOW, THEREFORE, IT IS RESOLVED, that the Board approves the expenditure of up to
$468,150 of FY16 DJJ Business Development Funds to purchase a participation interest in a
bank loan which is being made to enable Wilderness Products to finance a portion of the costs of
the Project, with such participation interest to be purchased on the terms and subject to the
conditions set forth in the Board packet materials and in the agency’s standard participation loan
form, including the provisions customarily contained therein that require the borrower to pay at
least prevailing wages to workers performing work on construction projects.
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PASSED AND ADOPTED BY VOTE OF THE IRON RANGE RESOURCES AND
REHABILITATION BOARD THIS 30" DAY OF OCTOBER 2015.

Member

Nay Abstain | Excused

Senator Tom Bakk

Senator Tom Saxhaug

Senator Rod Skoe

Senator David Tomassoni

Representative Tom Anzelc

Representative Dale Lueck

Representative Carly Melin

Representative Jason Metsa

TOTAL

~ ||| x| xxx%

Signed:

Representative Tom Anzelc, Chair

Wilderness Products, LLC
99 Edison
Silver Bay, Minnesota 55614

IRRRB Bank Participation Loan Program

Applicant:

Wilderness Products, LLC

Project Location:

99 Edison
Silver Bay, MN 55614

Principal(s):

Chris Toal

Project Description:

Purchase of the assets of Wilderness Family Naturals, LLC
(“WFN”) by Wilderness Products, LLC (“WP”). Chris Toal is the
100% owner of WP, which has entered into an agreement to
purchase the assets of WFN from Ken and Annette Fisher, who
have decided to sell the business and retire. Mr. Toal is committed
to keep the business in the region and has negotiated a five-year
lease with a five-year option to keep the business in the Mary
MacDonald center in Silver Bay.

Market Opportunity:

The organic health food industry has seen double figure growth
rates for the past decade. This trend is expected to continue for at
least the next four or five years. Wilderness Products appears to be
well positioned to capitalize on the growth in the industry as well as
capturing additional market share.
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Project Investment:
National Bank of Commerce $3,090,750
(SBA guaranteed portion), 10
year amortization
National Bank of Commerce, 10 $ 412,100
year amortization
IRRRB, Formula rate, 10 year $ 468,150
amortization
ARDC, 10 year amortization $ 75,000
Northland Foundation, 10 year $ 75,000
amortization
Ken & Annette Fisher, fully $ 700,000
subordinated, “stand-by” debt
Equity $ 300,000
National Bank of Commerce, $ 750,000
revolving credit line
TOTAL $5,871,000
Jobs: 2 Planned New 36 Retained
Wages $20,000 - $60,000 per year plus benefits
Collateral: Shared first position, with National Bank of Commerce on all

assets of WP other than current assets. Shared subordinate lien, to
credit line of bank, on current assets. Personal guaranty of Chris
Toal.

Business History:

Wilderness Family Naturals, LLC (“WFN”) is a manufacturer of
organic health food products that was by Ken and Annette Fisher in
2005. The company purchases ingredients in bulk, processes the
products and then distributes the final goods to health food stores,
distributors and individuals. Products include cold pressed coconut
oil, natural sweeteners, bulk and individual food items, spices,
herbs, and skin care products. WFN started operations at the
residence of the Fisher’s before moving to its current location in the
city-owned facility known as the Mary MacDonald center in Silver
Bay.

Past IRRRB History:

None.

Contingencies:

1. Alternate financing structures may be considered as long as
the IRRRB position is not materially compromised.

2. Borrower and Guarantor agree to covenants articulated in in
the credit memorandum from National Bank of Commerce
dated October 13, 2015.
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Technical Advisory Approval at its October 23, 2015 meeting.
Committee
Recommendation:

Funding Douglas J. Johnson Economic Protection Trust Fund: This project
Authorization: is authorized under the provisions of the Douglas J. Johnson
Economic Protection Trust Fund Act (Minnesota Statutes sections
298.291-298.298) pertaining to expenditures of Douglas J. Johnson
Economic Protection Trust Fund monies for economic development
projects in that these statutes authorize small business development
loans to private enterprises for the purposes of job creation and
economic development within the Taconite Assistance Area
defined in Minnesota Statutes Section 273.1341.

7) Pro Blast Technology, Inc. and JN Properties — Resolution #16-004
Action required: Approval requires an affirmative vote by 5 members

Representative Carly Melin moved to approve the expenditure of up to $898,000 of Douglas J.
Johnson Economic Protection Trust Fund monies to provide financial assistance to Pro Blast
Technology, Inc. (up to $335,000 in the form of a 10-year Equipment Participation Loan) to
purchase equipment and to JN Properties (up to $563,000 in the form of a Real Estate
Participation Loan) to construct a 15,000 square foot addition to Pro Blast Technology’s
Keewatin facility to house the new equipment, as presented in Board Packet materials and
Resolution #16-004. Seconded by Senator Tom Saxhaug. Motion carried.

Voting in Favor of the Motion: Representative Tom Anzelc, Representative Carly Melin,
Representative Jason Metsa, Representative Dale Lueck, Senator Tom Bakk, Senator Tom
Saxhaug, Senator Rod Skoe, Senator David Tomassoni

Voting Against the Motion: None
Abstain: None
Excused: None
IRON RANGE RESOURCES AND REHABILITATION BOARD
OF THE STATE OF MINNESOTA
DOUGLAS J JOHNSON ECONOMIC PROTECTION TRUST FUND
FUNDS FOR PURCHASE OF A PARTICIPATION INTEREST IN A LOAN

FOR THE PRO BLAST TECHNOLOGY/JN PROPERTIES PROJECT
Resolution No.: 16-004
WHEREAS, the Commissioner is authorized to expend, upon approval of the Board, the

Douglas J. Johnson Economic Protection Trust Fund monies made available under Minnesota
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Statutes Sections 298.291-298.294 and Minnesota Statute Section 298.28, subdivision 11 (“DJJ
Funds”), to provide loans and participate with private sources in providing financing for various
projects located within the Taconite Assistance Area defined in Minnesota Statutes Section
273.1341 (“TAA”) which will serve the purposes detailed in Minnesota Statutes Section
298.292, subdivision 1; and

WHEREAS, the agency’s FY 16 Budget includes provision for the use of certain DJJ Funds for
economic development projects under a budget line item category of DJJ Business Development
Projects (“FY16 DJJ Business Development Funds”); and

WHEREAS, the Commissioner has received a proposal for financial assistance from Pro Blast
Technology, Inc., a Minnesota business corporation (“Pro Blast Technology”), to purchase
equipment, and from JN Properties LLC, a Minnesota limited liability company ("IN
Properties”), which is controlled by the majority owners of Pro Blast Technology, to construct a
15,000 square foot addition to Pro Blast Technology's Keewatin facility to house the new
equipment that, in combination with funds provided from other sources, will finance the entire
project, which is more specifically described in the Board packet materials which are attached
hereto and incorporated by reference as Exhibit A (the “Project”); and

WHEREAS, the Commissioner has requested the Board to approve the expenditure of up to
$898,000 of FY16 DJJ Business Development Funds to purchase a participation interest in a
bank loan, which is being made as part of a $1,796,000 total investment, to enable Pro Blast
Technology and JN Properties to finance the costs of the Project, with the participation interest to
be acquired on the terms and subject to the conditions set forth in Board packet materials and as
otherwise discussed at the meeting; and

WHEREAS, the technical advisory committee appointed by the Commissioner under the
provisions of Minnesota Statutes Section 298.297 to review the terms and conditions of the
proposed Project, met on October 23, 2015, and recommended approval of the requested
financial assistance for the Project; and

WHEREAS, the Board met in open session at 2:30 p.m. on October 30, 2015, at the agency's
Administrative Building located near Eveleth, Minnesota, to consider, among other matters,
approval of the requested financial assistance for the Project; and

WHEREAS, the Board has determined that it would be in the public interest to approve the
expenditure of DJJ Funds for the Project, and that the granting of the requested financial
assistance would promote economic development in the TAA.

NOW, THEREFORE, IT IS RESOLVED, that the Board approves the expenditure of up to
$898,000 of FY16 DJJ Business Development Funds to purchase a participation interest in two
bank loans which are being made to enable Pro Blast Technology and JN Properties to finance a
portion of the costs of the Project, with such participation interest to be purchased on the terms
and subject to the conditions set forth in the Board packet materials and in the agency’s standard
participation loan form, including the provisions customarily contained therein that require the
borrowers to pay at least prevailing wages to workers performing work on construction projects.
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PASSED AND ADOPTED BY VOTE OF THE IRON RANGE RESOURCES AND
REHABILITATION BOARD THIS 30" DAY OF OCTOBER 2015.

Member

Nay Abstain | Excused

Senator Tom Bakk

Senator Tom Saxhaug

Senator Rod Skoe

Senator David Tomassoni

Representative Tom Anzelc

Representative Dale Lueck

Representative Carly Melin

Representative Jason Metsa

TOTAL

oo><><><><><><><><~§

Signed:

Representative Tom Anzelc, Chair

Pro Blast Technology, Inc.
800 Pellet Avenue
Keewatin, Minnesota 55753

IRRRB Bank Participation Loan Program

Applicant:

Pro Blast Technology, Inc. and JN Properties LLC

Project Location:

800 Pellet Avenue
Keewatin, Minnesota 55753

Principal(s):

Joseph Godwin is the 100% owner of Pro Blast
Joseph and Nikki Godwin are the members of JN Properties LLC

Project Description:

To increase the services Pro Blast offers its customers, they are
purchasing another paint booth and paint-mixing room and additional
equipment to prepare their steel for painting. They will also construct
a 15,000 square foot addition to their facility to house the new
equipment.

Pro Blast Technology will be the borrower on the equipment loan.
JN Properties will be the borrower on the real estate loan.

Market Opportunity:

In addition to their customers in other states, Pro Blast Technology
serves many local and region